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Privatization and Subsidy Policies





Developing a model comprising multiple oligopolistic industries that
use a common factor, labor, this paper examines the welfare e®ects of
privatization of a public ¯rm and production subsidies. It is generally
ambiguous whether privatization improves welfare, but production subsidies
necessarily reduce welfare.
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x12 ¡ (a1 + r ¡ s)x12:
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Xi = k: (2)
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0  X1¡ r + s+ p  X1¡ a1 = 0 (4)
x12p




















¡ ai ¡ r = 0: (7)
????????????? 4?? 1???? (2) ???????????















¡ a1 ¡ 2r + 2s+ p  X1¡ a1 = 0: (8)









¡ 2ai ¡ 2r = 0: (9)
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A ´¡  X1p01 + p1 ¡ a1 ¡ 2r + 2s > 0
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Bi > 0: (15)
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